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Under a trade accord signed Nov. 6 between the US and Mexico, mechanisms were established
to resolve trade disputes between the two countries. However, the pact is not binding, and leaves
many thorny trade and investment issues unresolved. Under the terms of the "understanding"
to which the two countries have agreed, either party "may request at any time consultations with
the other party on any matter concerning bilateral trade and investment relations, including trade
and investment opportunities and problems." The document also calls for annual cabinet-level
consultations between the two governments to review outstanding issues. A sweeping bilateral
trade agreement signed with Canada last month provides for arbitration panels that will make
binding decisions on trade disputes. But the agreement with Mexico says that in instances in which
disagreements cannot be settled within 30 days, either side may turn to "other means consistent
with its domestic law and international obligations."
Negotiations on a "framework agreement" began in May, with the US hoping Mexico would
ease some regulations on foreign investment. One trade specialist said the US side had urged
Mexico, without success, to lay down written guidelines to make the investment process "more
transparent." The US was also eager to formalize positions on new issues that are acquiring
increasing importance, such as services and intellectual property rights. Mexico, for its part, was
concerned about what it has publicly termed "unjust" and "discriminatory" protectionist trade
practices in the US. Officials said Mexico had initially sought "sectoral agreements" that would
exempt it from trade restrictions that might be included in US legislation.
As part of President Miguel de la Madrid's policy of opening up the country's economy, Mexico has
sought to stimulate, with notable success, the development of a strong manufacturing export sector.
Mexican officials fear that any closing of the US market would be a setback for their economic
program. Officials at the Commerce Ministry did not respond to many requests over a four-week
period for a discussion of the accord and its implications for Mexico. But other Mexican officials said
the agreement, although limited, was a foundation on which a more comprehensive relationship
could be constructed. During the last seven years, the Reagan administration has repeatedly
expressed hopes of creating a North American common market that would link the US and its
neighbors.
The US-Mexico agreement, signed by the US Trade Representative, Clayton K. Yeutter, and his
Mexican counterpart, culminates six years of negotiations between the two countries. As Yeutter,
speaking in Spanish, noted Friday, the accord with Canada is very different from the one with
Mexico, which illustrates what he called "the many obvious barriers" that stand in the way of
continent-wide economic integration. Mexico's Minister of Commerce and Industrial Development,
Hector Hernandez Cervantes, addressed that point directly, when, after singing the trade accord,
he pointed out that the US and Canadian economies are "at the same level" of development. "But
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with Mexico, in relation to the United States, that is not exactly so," he declared. The result of that
gap is that Mexico is ambivalent about the benefits of closer and more formal commercial links with
the US. On one level, the US agreement with Canada "gave the Mexicans a great deal of heartburn,"
one diplomat in Mexico City said, because "it reinforced their preoccupation with a North American
common market from which they would be excluded."
The burst of optimism that followed the Canadian agreement has also reawakened traditional
Mexican suspicions that the US has designs on its natural resources and productive capacity. For the
governing Institutional Revolutionary Party (PRI), which presents itself as a defender of "national
sovereignty," the issue is especially delicate and potentially explosive with an election year looming.
In fact, when initial reports from Washington following the Canadian accord indicated a resurgence
of common-market sentiment, the reaction in the Mexican press and political circles was so strong
that Foreign Minister Bernardo Sepulveda Amor was compelled to assure the Mexican Congress
that no such arrangement was in the works. He said the US- Mexico agreement was modest in scale
and limited in scope. "This is not, I repeat, an agreement that will lead to a free trade plan between
the US and Mexico, nor is it an agreement that will lead to the establishment of a North American
common market," Sepulveda said. "It is merely and exclusively an understanding that contains
principles to begin consultations on matters of trade and investment."
Traditionally, Mexico has been the third largest trading partner of the US, after Canada and Japan.
Mexican exports to the US reached $17.7 billion in 1986, while Mexican imports amounted to $12.5
billion. A little more than two-thirds of all Mexican imports are supplied by the US, and 62% of
Mexico's exports go to the US market. The US is also the largest foreign investor in Mexico, with
$10.1 billion, or 60% of all foreign investment as of 1986. In reference to the US-Canadian agreement,
a Mexican officials who deals in trade issues said, "We are not ready for such an arrangement. It is
somewhat precipitate to be talking of such things, given the differences that exist." But Mexico is not
alone in its reservations on the subject of a common market. While the Reagan administration favors
free trade, it is more reluctant to open up some other areas of interest to Mexico.
As Mexican officials point out, a true common market implies free movement of labor as well as of
investments. The US, they contend, pointing to to recent legislation aimed at curbing flows of illegal
immigration, is simply not prepared to accept millions of Mexicans crossing the border to work in
US factories, offices and farms. Some progress, however, has been made toward integrating the
two economies. The most notable and promising example is a program that permits US companies
to assemble materials in Mexico and then send them back across the border for final processing,
avoiding high duties while making use of cheaper Mexican labor (known as "maquiladoras"). More
than 1,000 such plants now operate in Mexico, mostly along the northern border. But officials of
both countries now seem to recognize that the US and Mexico are decades away from achieving the
relationship of mutual confidence and equality that the US maintains with Canada. (Basic data from
NEW YORK TIMES, 11/06/87, 11/09/87; AP, 11/06/87)
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